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HUD Raises Home Mortgage Limits in Designated Areas of Nation 


HUD has initiated new, higher mortgage limits for FHA-insured mortgages in designated high-cost 
areas of the Nation under a provision of the Housing and Community Development Act of 1980 (P.L. 
96-399). HUD Secretary Moon Landrieu said the new maximum mortgage limits, proposed in the 
November 18 edition of the Federal Register, are pegged for ‘‘the first time to areas where housing 
sales prices are limiting homeownership opportunities for middle- and moderate-income families.”’ 


The 1980 Act authorizes the HUD Secretary, within limits, to increase the existing insurable amounts 
for FHA-insured, single-family mortgages on an area-by-area basis as needed to meet regional 
differences in the cost of housing. The Act specifies, however, that new maximum mortgage limits shall 
not exceed 133.33 percent of the current $67,500 maximum level for a one-family residence or 95 
percent of the median sales price of a one-family home in the area, whichever is less. 


Depending on locality, the new allowable ceilings can range up to $74,900 for a single condominium 
unit, $90,000 for a one-family residence, $101,300 for a two-family dwelling, $122,650 for a 
three-family unit, and $142,650 for a four-family residence. The higher mortgage limits are applicable 
to most of HUD’s mortgage insurance programs for homeownership in areas where high housing prices 
are Clearly a limiting factor. In other geographic areas where housing costs are not as high, the 
maximum amount for an FHA-insured mortgage under the basic Section 203(b) program will continue 
to be $67,500 for a one-family unit, $76,000 for a two-family home, $92,000 for a three-family 
dwelling, and $107,000 for a four-family unit. 


A separate, statutory formula for condominiums in high-cost areas sets the new mortgage dollar limit at 
111 percent of the present $67 ,500 ceiling ($74,900) or 95 percent of the median sales price of a 
one-family residence in the area, whichever is less. 


The proposed rule went into effect on an interim basis upon publication, but allows for a 60-day period 
of public comment before publication as a final rule. Interested parties have until January 19, 1981, to 
comment on the proposal. 


HUD Appoints Flores Deputy Regional Administrator 


Rueben A. Flores has been named deputy regional administrator of the Seattle Regional Office by 
HUD Secretary Moon Landrieu. Flores became executive assistant to the Seattle regional administrator 
in December 1977 and since that time he has assisted in the attainment of objectives and goals in the 
region. 


A former member of the Seattle Human Rights Commission, Flores also has served as the executive 
director of the Seattle chapter of the Service Employment Redevelopment/Jobs for Progress. He is a 
native of Texas and received a B.A. degree from the University of Texas at El Paso. 





HUD Increases Interest Rates For Some FHA Mortgage Programs 


HUD has increased the maximum allowable interest rates for most of its FHA-mortgage insurance 
programs. The changes affect insurance programs for single and multifamily housing, home 
improvement and mobile home loans, mobile home-lot combination loans, and land development 
loans. The separate rate on interim construction loans for developers of multifamily housing also was 


raised. 


The new mortgage rates are: 


Program New Rates Old Rates 

Level-payment, single-family mortgages 13.5 percent 13.0 percent 
Graduated payment mortgage loans 14.0 percent 13.5 percent 
Permanent multifamily loans 13.5 percent 13.0 percent 
Multifamily interim construction loans 17.0 percent 14.0 percent 
Home improvement and mobile home loans _ 17.0 percent 15.5 percent 
Mobile home and lot combination loans 16.5 percent 15.0 percent 
Land development loans 17.0 percent 14.0 percent 





Max Cleland, administrator of the Veterans Administration (VA) announced a similar change in the 
maximum rate for VA-guaranteed, single-family mortgage loans. 


The changes were made to adjust to current conditions in the mortgage market. A recent survey of major 
mortgage companies showed the average discount to be more than 7.5 points under the current FHA 
rates for both level payment and graduated payment mortgages. HUD Secretary Moon Landrieu said 
the new rates ‘‘reflect the realities of the money market and are essential if FHA-insured mortgages, 
with their more favorable terms, are to remain available to American home buyers and sellers, 
particularly those of moderate income.”’ He said that more than half of the companies surveyed said that 
“*the FHA market has deteriorated so badly under current conditions that they were only giving 
mortgage commitments with points to be determined at the time of closing.”’ 


Lawrence B. Simons, HUD’s Assistant Secretary for Housing and Federal Housing Commissioner, 
noted that most lenders have, or are about to, run out of commitments that can be delivered at reasonable 
discounts, and that’many of them have drastically reduced their operations. ‘“The new home loan 
ceiling rates should significantly ease the constraints that the current high discount points are having on 
the mortgage market,’’ Simons said. “‘We will continued to monitor the mortgage market closely and 
will adjust the rates on our programs as necessary,” he said. 


26 Selected for Intergovernmental Management Program 


HUD has announced the selection of 26 employees — 13 from the Department and 13 from State and 
local government — to participate in a 12-month Intergovernmental Management Program (IMP). The 
IMP was established last year to develop a pool of personnel capable of delivering housing and 
community development programs at the local level. 


The program consists of intensive graduate study at the University of Southern California’s 
Washington Public Affairs Center, and full-time professional work at HUD’s headquarters. Those who 
complete the work-study program and satisfy all academic requirements will receive a masters degree 
in public administration. 


The Department will pay for all costs of training, including tuition, fees and books, and for travel and 
relocation to and from the Washington area. Participants will continue to be paid their regular salaries. 
HUD will reimburse State and local governments for 75 percent of the pay for those detailed under the 
Intergovernmental Personnel Act. 


Nine women and 17 men make up the new IMP group, including six blacks, four Hispanics, one Native 
American and one Asian American. The participants were given two weeks of orientation before 
assuming their new positions. 





HUD Makes Two Appointments in the Office of Personnel 


HUD Secretary Moon Landrieu has announced the appointments of Frank L. Davis as director of the 
Department’s Office of Personnel and Charles V. St. Lawrence as deputy director of the office. 


Davis comes to HUD from the General Services Administration where he served as deputy director of 
personnel, supervising a staff of 165, and sharing responsibility for the personnel program with the 
office director. He served as director of HUD’s employee relations and equal employment opportunity 
programs between 1975 and 1978. Beginning his personnel career as a HUD intern in 1967, Davis’ 
experience has spanned all areas of personnel administration and he has managed several agency-wide 
programs. A graduate of Rutgers University, New Brunswick, N.J., with an A.B. degree in Latin 
American studies and history, he attended graduate school at Howard University, Washington, D.C. 


St. Lawrence is a native of Massachusetts and graduated from the University of New Hampshire, 
following a tour with the U.S. Navy. He joined HUD in 1969 after serving with the U.S. Forest 
Service, and became deputy director of the Employment Planning and Standards Division, Office of 
Personnel. He later became the division’s director and served until June 1972. A recipient of the 
Department’s Certificate of Merit for his work during a 1978 field reorganization, St. Lawrence has 
held key personnel positions for the past eight years. 


FNMA Announces New Home Loan Program 


Homeowners who finance the sale of their homes by taking back first mortgages from buyers will be 
able to use the services of professional mortgage lenders — and convert the loans to cash if they 

wish — under a new home seller loan program recently announced by the Federal National Mortgage 
Association (FNMA). Under the new program, a home seller can contract with an FYMA-approved 
lender to perform the services associated with originating the loan and collecting the monthly payments. 


The mortgage would be originated using the FNMA’s standard mortgage documents and in accordance 
with its credit and appraisal guidelines. If and when the seller wishes to convert the mortgage to cash, it 
could be done by arranging, through the approved lender, to sell the loan to the FNMA which would 
base its purchase price on current mortgage market rates. 


The FNMA also announced that it is now willing to buy mortgages made for the purpose of combining 
assumed first mortgages and purchase money second mortgages made by home sellers into a single 
loan. Previously, the agency had limited its purchase of refinanced mortgages to those made for the 
purpose of providing funds for home improvements. 


Nuggets 


According to the U.S. Department of Commerce, the personal income of Americans increased by 1.1 
percent in October while their spending rose 1 percent. The Department also said that Americans saved 
at an annual rate of $89.4 billion in October, up from $88.8 billion a month earlier. During the same 
period, wages and salaries increased $18.5 billion, up from $12.8 billion the previous month. 


According to HUD’s November 1 survey of mortgage market conditions, lenders reported further 
increases in HUD/FHA secondary market yields compared to previous months. Nationally, the 
average secondary market yield to investors for immediate delivery of HUD/FHA Section 203(b) 13 
percent, level-payment new home mortgage loans with 30-year terms and minimum downpayments 
was 14.38 percent, up 12 basis points compared to a yield of 14.26 percent on October 1. The 
November 1 yield was based on an average secondary market price of $92.3 per $100 of outstanding 
loan amounts. The October price was $92.9. Yields for 90-day delivery of FHA-insured new home 
loans ranged from 14.21 percent in the Southeast to 14.65 percent in the Middle Atlantic region. 


A recent study by the Washington-based Center for National Policy Review, Catholic University, has 
concluded that metropolitan-wide school desegregation efforts have helped to integrate housing to such 
a degree that some areas may need busing only as short-term programs. The two-year, 14-city study 
involved seven cities that had metropolitan-wide school desegregation programs and seven other cities 
of similar size, geographic location and racial makeup without busing plans. It found that cities with 
broad busing plans, for at least five years, experience housing integration at a faster pace than other 
cities. The broader busing programs also have helped to curb biased real estate practices, the study said. 





The Federal National Mortgage Association (FNMA) recently announced that it has raised the 
maximum loan amount of VA-guaranteed mortgages it will purchase to $110,000. The corporation has 
traditionally set its VA loan amount limits at four times the amount of a Veterans Administration loan 
guaranty. A provision of the Housing and Community Development Act of 1980 (P.L. 96-399) 
increased the maximum VA guaranty from $25,000 to $27,500. 


Significant Litigation 

David Eaker, et al. v. Housing Authority of the City of Biloxi, et al. 

No. 10370 (Chancery Court for the Second Judicial District, Harrison Co. , Miss., October 28, 1980) 
(Dismissal of Complaint) 

On October 28, 1980, the Chancery Court of Harrison County, Mississippi, entered a Decree 
dismissing plaintiffs’ Complaint as to all defendants. The plaintiffs, citizens of Biloxi, Mississippi, 
sought to prevent construction of a Section 8, FHA-insured housing project in West Biloxi. Plaintiffs 
asserted that the Biloxi Housing Authority acted outside its scope of authority in arranging for the 
issuance of tax exempt bonds to finance the project through the Biloxi Housing Development 
Authority. Plaintiffs further alleged that HUD officials acted improperly and exerted undue influence 
on the members of the Biloxi Housing Authority in order to obtain the Authority’s approval of a family 
housing project in West Biloxi, after HUD had disapproved an application to construct a similar project 
in the downtown urban renewal area. 


Pauline Aguilar v. Moon Landrieu, et al. 
A-80-CA-370 (W.D. Texas, filed October 23, 1980) 


A rent supplement tenant of a Section 236 project seeks a declaratory judgment invalidating 24C.F.R. 
§215.25(a) as contrary to Section 101 of the Housing and Urban Development Act of 1965, 12 U.S.C. 
§1701s. She claims that the statute requires that a tenant’s contribution toward rent under the rent 
supplement program be limited to a maximum of 25 percent of the tenant’s adjusted gross income. The 
regulation, however, limits the maximum amount of the rent supplement to 70 percent of the total rental 


required for the unit. As a result, she alleges, more than 25 percent of her income is being spent for rent. 
She asks that the Court enjoin enforcement of the regulation and that HUD make restitution for the rent 
supplement benefits withheld by application of the regulation. 


Published weekly by the Publications and Information Division, Office of the Assistant Secretary for Administration, U.S. Department of 
Housing and Urban Development. . . Moon Landrieu, Secretary. . . Charles Sharpe, Editor. . . Subscription rate $23.00 per year, 
domestic. . . $28.75 foreign. Address all communications regarding the subscriptions, change of address, etc. to the Superintendent of 
Documents, Washington, D.C. 20402. The Secretary of HUD has determined that the publication of this periodical is necessary in the 
transaction of the public business required by law of this Department. Use of funds for printing this periodical has been approved by the Director 
of the Office of Management and Budget through September 30, 1982. 


UNITED STATES 

GOVERNMENT PRINTING OFFICE 
Public Documents Department 
Washington, D.C. 20402 


Official Business 
Penalty for Private Use, $300 


FIRST-CLASS MAIL 
POSTAGE & FEES PAID 
U.S. GOVERNMENT PRINTING OFFICE 
PERMIT NO. G-26 


HUDNLUNIVOOOOU DS Oo22 F 
UNIV OF UTAR 

MARRIOTT LIBRARY 

SALT LAKE CY UT 84112 


HUD NEWSLETTER 
December 22, 1980 
HUD-318-467-ASI 








